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E.O. 11652: GDS 

TAGS: EFIN, EINV, ETRD, KS 

SUBJECT: EXIM FINANCING FOR DOW KOREA 
REF: SEOUL 8945 

FOR AMBASSADOR 

1. IN MEETING NOVEMBER 21 EXIM BOARD DID NOT REPEAT NOT 
APPROVE FINANCING FOR PLANT AND EQUIPMENT FOR DOW YOSU 
PROJECT. BACKGROUND OF DECISION WAS THAT EXIM BANK STAFF 
HAD FINALLY RECOMMENDED TO BOARD THAT LOANS TO DOW FOR 
YOSU PROJECT BE APPROVED IF DOW U.S. WOULD GUARANTEE LOANS 
AGAINST "NORMAL" COMMERCIAL RISK. SINCE BANK RETAINED SOME 
DOUBT AS TO ECONOMIC VIABILITY OF PROJECT. POLITICAL 
RISK WAS DROPPED. STAFF, FROM DISCUSSIONS WITH DOW. 

BELIEVED THIS WOULD BE SATISFACTORY TO COMPANY DEPENDING 
ON DEFINITION OF NORMAL RISK. DOW HAS ASSUMED SUCH RISK 
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2. HOWEVER, WE UNDERSTAND FROM BANK THAT DOW HAD MADE IT 
Cl .EAR THAT IT WOULD GO AHEAD WITH YOSU INVESTMENT THROUGH 
EUROPEAN FINANCING IF EXIM DID NOT APPROVE FINANCING. THIS, 
TOGETHER WITH LIKELIHOOD SOME EQUIPMENT FOR PROJECT WOULD 

BE SOURCED FROM U.S. IN ANY EVENT, WAS APPARENTLY MAJOR 
FACTOR IN ULTIMATE BOARD DECISION. ADDITIONAL FACTOR 
WAS ESTIMATED $830 MILLION WORTH OF OTHER PROJECTS ON 
EPB PRIORITY LIST FOR WHICH EXIM FINANCING IS DESIRED. 

3. BOARD DID APPROVE UNRELATED $15 MILLION FINANCING 
FOR COLLINS RADIO MICROWAVE PROJECT IN KOREA. 

KISSINGER 
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